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IBRD Loan in El Salvador 


The World Bank made a loan of $3 million on 
February 20 for the expansion of electric power facili- 
ties in El Salvador. The loan will help the Comision 
Ejecutiva Hidroeléctrica del Rio Lempa (CEL) to 
expand its generating capacity to 60,000 kilowatts and 
to widen its service area. The additional power is 
essential to meet the demands of El Salvador’s grow- 
ing economy and particularly of industry. 

CEL is a semiautonomous government agency that 
sells, at wholesale, power to private utilities and munici- 
palities. At present, all its power comes from the 


45,000-kilowatt “5 de Noviembre” plant on the Rio 
Lempa, which provides nearly three quarters of the 
country’s entire generating capacity and supplies seven 
utility companies which together serve 95 per cent of 
all electricity consumers. In 1949, the Bank made a 
loan of $12.5 million to finance the foreign exchange 
costs of building this plant with an initial capacity of 


30,000 kilowatts and related transmission facilities. At 
the same time, the Bank assisted CEL to float its first 
internal issue of bonds, which helped to pay the domes- 


Export Quotas for Tin 


The International Tin Council announced on Febru- 
ary 21 that export restrictions imposed on the six 
producing members will be liberalized in the second 
quarter of 1959. Accordingly, the export quotas for 
the quarter will be increased by 15 per cent, to 23,000 
tons. The producing members under the tin agreement 
are the Belgian Congo, Bolivia, Indonesia, Malaya, 
Nigeria, and Thailand. 

Since October 1, 1958, exports have been restricted 
to 20,000 long tons a quarter—an effective cut of 48 
per cent from shipments during the 12-month base 
year ended September 30, 1957. 


Source: The Wall Street Journal, New York, N.Y., 
February 24, 1959. 


World Exports of Manufactures 

The volume of world trade in manufactures in the 
first nine months of 1958 declined for the first time 
since 1953, because of a sharp fall in shipments from 
the United States, the world’s largest exporter of manu- 
factures. Provisional estimates made by the Board of 


tic costs of construction. In 1957, CEL installed a 
third 15,000-kilowatt unit at the Rio Lempa plant and, 
to supplement storage in its reservoir, it built a regu- 
latory dam at the outflow of Lake Guija on the Desague 
River. CEL financed this work by a second local bond 
issue. 

The new Bank loan will cover part of the foreign 
exchange requirements of the new project, whose esti- 
mated cost is equivalent to $6.5 million, of which $4.7 
million will be in foreign exchange. The remaining 
financing will be met from CEL’s own resources and 
from a government loan. 

The Bank loan is for 25 years and bears interest of 
5% per cent including the 1 per cent commission which 
is allocated to the Bank’s Special Reserve. Amortiza- 
tion will begin in January 1962. The loan is guaran- 
teed by the Government of El Salvador. 


Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., February 20, 1959. 


Trade in London, covering about nine tenths of trade 
in manufactures within the free world, put the total 
for the first nine months of 1958 at $30,757 million, 
3 per cent below the total for the corresponding period 
of 1957. Shipments from the United States fell by 13 
per cent and those from the United Kingdom by 3 per 
cent; three countries—West Germany, the Netherlands, 
and Italy—increased their exports in the face of a 
contracting demand. West Germany replaced the 
United Kingdom as the second largest exporter of 
manufactures; its exports increased by 4 per cent, and 
its share of world trade rose from 17.2 per cent in 
the first nine months of 1957 to 18.4 per cent in the 
first nine months of 1958. The U.K. share of world 
trade remained at 18.2 per cent. Although Germany 
has overtaken the United Kingdom in exports of manu- 
factures, the United Kingdom still leads Germany in 
total exports by a small margin: total U.K. exports 
amounted to $8,982 million in 1958 and total German 
exports amounted to $8,802 million. 


Source: The Economist, London, England, January 31, 
1959. 
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Development Loan Fund Activities 

The United States and the Government of Pakistan 
signed four agreements on February 18 by which the 
United States will lend up to $56.5 million from the 
Development Loan Fund (DLF) to help finance basic 
development projects in Pakistan. All four loans will 
bear interest at 342 per cent and will be repayable in 
Pakistan currency. 

The authorization by DLF of a loan of up to $600,000 
to the Municipality of Matagalpa, Nicaragua, was also 
announced on February 18. The loan will be repayable 
in U.S. dollars at 3% per cent in 15 years. It will be 
used to assist in the improvement of water-treatment 
and water-carrying facilities. 

DLF and the Pioneer Chemical Corporation of 
Taiwan signed on February 19 an agreement by which 
DLF will lend the company up to $1 million to assist 
in establishing a by-product coke-oven plant in Taiwan. 
The loan will be repayable in New Taiwan dollars at 
5% per cent interest. The project will be financed 
largely from Taiwan sources, but 70 per cent of the 
foreign exchange requirement is being provided by 
Moritani & Co., Ltd., a Japanese supplier firm, through 
Japanese banks. 

On February 20, DLF announced the authorization 
of a loan of $5 million to the Israel Industrial Institu- 
tion, Ltd., to help finance the expansion of small private 
enterprises in Israel. The Institution is described as 
potentially one of the most important organizations in 
Israel, designed to make long-term and intermediate- 
term credit available for private industrial development. 
It has been making loans at the rate of about 30 per 
month and wants to expand its activities. It is enlarg- 
ing its local capitalization but needs foreign exchange 
to help its borrowers import needed machinery and 
other supplies. 


Sources: Department of State, Press Releases, Wash- 
ington, D.C., February 18, 19, and 20, 1959. 


Europe 


European Common Market and Trade in Primary Products 
According to a majority report by a GATT working 
party, appointed to investigate the probable effects of 
the establishment of a new preferential area in the 
European Common Market upon the export trade of 
third countries, the export trade of many underdevel- 
oped countries in all parts of the world is endangered 
by this development. The majority view was supported 
by the representatives of Brazil, Ceylon, Chile, the 
Dominican Republic, Ghana, India, Indonesia, Pak- 
istan, Rhodesia and Nyasaland, and the United King- 


dom. The working party examined specifically the 
prospects for cocoa, coffee, tea, bananas, sugar, tobacco, 
oilseeds, hard fibers, wood, cotton, aluminum, and lead. 
International trade in these commodities amounted in 
1956 to more than $1 billion. In the view of the 
majority, importers in the member states of the Euro- 
pean Economic Community would give priority in their 
purchases to the products of the associated overseas 
territories enjoying the new preferential tariff. This 
would divert trade from third-country suppliers, and 
disrupt traditional trade patterns, so that third coun- 
tries would be forced to seek markets elsewhere for a 
considerable part of their present exports to the six 
countries participating in the Common Market. 

Representatives of the members of the Common 
Market that were also members of the GATT working 
party maintained that the fears expressed by the major- 
ity were exaggerated and much too pessimistic. Expand- 
ing production within the Common Market would result 
in increased demand for the goods and commodities 
of countries outside it. 


Source: The Times, London, England, February 16, 
1959. 


Increase in U.K. Quota in the Fund 

In moving the second reading of the International 
Bank and Monetary Fund bill, which will enable the 
United Kingdom to give effect to the proposed increases 
in its Fund quota and its IBRD subscription, the 
Chancellor of the Exchequer stated that it is a wise 
investment to increase the U.K. investment in these 
institutions in common with all the other members. 
With these increased resources, the United Kingdom 
would be in a much better position to face with con- 
fidence the inevitable fluctuations in world trade and 
economic developments that might lie ahead. 

The additional U.K. gold subscription in the Fund 
would amount to some £58 million. The remainder, 
£174 million, would be paid in sterling which is immedi- 
ately lent back as an interest-free loan, so that for the 
time being this is something of a paper transaction. The 
increased drawing rights of the United Kingdom would 
be the whole of the increase in the quota plus the 
amount of gold paid in. In all, the United Kingdom 
would be able to draw, as a result of the increased 
quota, over $800 million more than at present. This 
is five times the amount of the additional gold subscrip- 
tion and is a substantial increase in the U.K. front 
line reserves. 

The bill was read a second time without a division 
on February 16. 


Source: The Times, London, England, February 17, 
1959. 
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U.K. Credit from Export-Import Bank 

The U.K. Treasury announced on February 16 that 
the Government has decided not to draw the $250 
million still available under the line of credit from the 
Export-Import Bank of Washington and not to propose 
an extension of this drawing facility, which will there- 
fore terminate at the end of the month. The Treasury 
said that the Government had made its decision because 
of the strengthening in the international position of 
sterling since the line of credit was established in 
February 1957 and renewed a year ago (see this News 
Survey, Vol. X, p. 281). 


Source: The Times, London, England, February 17, 
1959. 


Trade Finance in London 

The Bank of England announced on February 19 
that commercial banks have been informed that usance 
credits to finance trade between third countries are 
again permitted. These operations have been banned 
since the sterling crisis in the fall of 1957 (see this 
News Survey, Vol. X, p. 139). However, two other 
restrictions imposed at that time—on refinance facili- 
ties and overdraft facilites for nonresidents—have not 
yet been relaxed. The freedom now given to the 
financing of trade between third countries is a logical 
sequel to the external convertibility established at the 
end of 1958. When the restrictions were imposed dur- 
ing the sterling crisis, it was generally feared in the 
City that London might lose considerable trade financing 
business to other financial centers, such as Amsterdam, 
Ziirich, and New York. The surprising thing is that 
many foreign traders who had grown used to using 
sterling, and natwally turned to London for their 
finance, have apparently found it difficult to get similar 
services elsewhere. Refinance facilities—under which 
original sight drafts are refinanced in London, say, for 
a further period of 120 days—are still not permitted; 
and overdrafts to foreigners are still subject to Bank 
of England permission (which is normally given for 
overnight loans). These restrictions were imposed to 
prevent the abuse of London’s facilities at a time when 
all sorts of methods were being used to speculate against 
the pound. 


Source: The Times, London, England, February 20, 
1959. 


Bond Issue of Netherlands Municipalities 

The Bank for Netherlands Municipalities, the central 
financing agency for the municipalities, has announced 
its intention to float at 99% per cent of par a f. 100 
million (US$26 million) bond issue bearing interest of 
4% per cent. The conditions of this issue are slightly 
less favorable than those of the last issue of the Bank, 


floated in November 1958, at 42 per cent interest, but 
at 97% per cent of par. A f. 400 million government 
bond issue was sold in February of this year at 99 with 
4% per cent.interest (see this News Survey, Vol. XI, 
pp. 222-23). If the new issue is oversubscribed, the 
Bank for Netherlands Municipalities will have the right 
to increase the amount of the issue. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 

lands, February 17, 1959. 


Statutory Savings for Youth Suggested in Norway 

At a press conference last week, the Prime Minister 
of Norway suggested that statutory savings for young 
Norwegians might be a good idea. If every wage earner 
under 25 earning more than NKr 100 a week were 
to be legally bound to. save NKr 10 of the weekly 
earnings, he told reporters, it would be of great impor- 
tance, primarily to the youths themselves but also to 
society. He emphasized that the Government has no 
intention of making a political issue of the suggested 
savings plan, though he hopes that the idea may become 
the subject of intense discussion. 

As outlined by the Prime Minister, the plan would 
make it obligatory for wage earners under 25 who live 
at home without contributing to the family budget to 
save NKr 10 out of weekly earnings in excess of 
NKr 100, or NKr 40 a month if their monthly earnings 
are more than NKr 400. Savings would be deducted 
from the payroll for deposit in any bank selected by 
the wage earner. The interest paid would be the same 
as on regular savings deposits. Withdrawals could be 
made after the saver reaches the age of 25, or before 
if the funds were to be used for certain specified pur- 
poses, such as further education, vocational training, 
or setting up a home. 


Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., February 19, 1959. 


Exchange of Norwegian Ferroalloys for U.S. Grain 

The Norwegian Ministry of Commerce has approved 
several barter arrangements with the United States, 
which cover deliveries of ferrochrome and ferroman- 
ganese to the United States for strategic stockpiling 
purposes; they will be paid for by deliveries of grain 
from the U.S. agricultural surplus stocks. These trans- 
actions are tentatively estimated to amount to NKr 45 
million (US$6.3 million) over a two-year period. 

The market conditions’ for ferroalloys have been 
adverse for a long time, and in 1958 Norwegian exports 
of these products declined markedly. The new arrange- 
ments are expected to help maintain employment in 
the industries concerned and to increase exports of 
ferroalloys. Most of the grain deliveries involved have 
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already been made, and the Norwegian shipments also 
have started. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, February 19, 1959. 


Sweden's Balance of Payments 

The deficit in Sweden’s balance of payments on goods 
and services account increased from SKr 130 million 
(US$25.1 million) in 1957 to SKr 175 million ($33.8 
million) in 1958. With somewhat more favorable terms 
of trade, the trade balance (imports c.i.f.) improved 
by SKr 155 million ($29.9 million), but net income 
from shipping declined by SKr 180 million ($34.8 
million), reflecting the world-wide fall in freight rates 
that had begun in 1957. 

The volume of exports was 2 per cent, and their 
value 5 per cent, less than in 1957. These changes 
were due chiefly to a 15 per cent drop in the volume 
of exports of iron ore and a 20 per cent fall in timber 
shipments. Exports of pulp also declined, although to 
a smaller extent, while paper and cardboard exports 
remained approximately the same as in 1957. To a 
certain extent, these decreases were compensated by 
larger deliveries of ships and automobiles; the growth 
in exports of machinery and equipment leveled off 
in 1958. 

The volume of imports also declined by 2 per cent, 
and their value fell by 6 per cent, partly because of a 
depletion of stocks. The most notable declines were 
in imports of fuel, iron and steel, and certain textile 
raw materials. 

The decline in exports was concentrated almost solely 
in trade with the OEEC countries, which imported 
SKr 630 million, or 8 per cent, less from Sweden than 
in 1957; Swedish exports to all other areas combined 
increased by SKr 70 million, or 2 per cent. Exports to 
the United States increased by 8 per cent, while imports 
from that country declined by more than 20 per cent. 
Of the total decrease of about SKr 715 million ($135.2 
million) in imports, approximately 60 per cent was in 
imports from the dollar area and some 30 per cent in 
imports from Western Europe. 

In spite of the deficit on current account, Sweden’s 
foreign exchange reserves continued to increase, rising 
to SKr 2,990 million ($577.7 million) at the end of 
1958, from SKr 2,838 million ($548.3 million) at the 
end of 1957. The increase was due mainly to an inflow 
of approximately SKr 300 million ($58.0 million) of 
private short-term capital, compared with an inflow of 
SKr 200 million ($38.6 million) in 1957. 

For 1959, a deficit of SKr 500 million ($96.6 mil- 
lion) on current account is forecast. This estimate is 
based on the assumption that the volume of exports 
will remain the same as in 1958 while the value will 
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decrease by SKr 250 million, and that the volume of 
imports will rise by 2 per cent and the value by SKr 50 
million. Net income from shipping is expected to 
decline moderately. 


Source: Svensk Export, Stockholm, Sweden, Janu- 
ary 16, 1959. 


Italian Budgetary Position 

Estimates of Italy’s current budget for the fiscal year 
1959-60 (July 1, 1959-June 30, 1960) indicate total 
revenue of Lit 3,344 billion (compared with an estimate 
of Lit 3,123 billion for 1958-59) and total expenditure 
of Lit 3,473 billion (Lit 3,258 billion estimate for 
1958-59). Thus the 1959-60 deficit is set at Lit 129 
billion, compared with a budgeted deficit of Lit 135 
billion for fiscal 1958-59 and an actual deficit of Lit 258 
billion for fiscal 1957-58. The progressive reduction 
of the deficit has been an outstanding feature of the 
Government’s budget policy in recent years. This 
policy was recently hampered, however, by increases in 
expenditure partly designed to stimulate economic activ- 
ity and hold down unemployment. 

Tax revenue in the first half of the fiscal year 1958-59 
(July-December 1958) amounted to Lit 1,421 billion, 
exceeding by more than 7 per cent the revenue in the 
corresponding period of the previous fiscal year. 
Sources: 24 Ore, Milan, Italy, January 24 and 25, 

1959. 


Prices and Wages in Italy 
As a result of lower import prices, the annual average 
of the wholesale price index for Italy (computed by 
the National Institute of Statistics) in 1958 fell 2 per 
cent below the 1957 average. This contrasted with 
average increases in the same period of 3 per cent in 
the consumer price index and 5 per cent in the cost of 
living index. These divergent price movements are 
explained mainly by the peculiarities of the retail mar- 
keting system and a 22 per cent increase in controlled 
rents decreed in 1958. Real wages in industry, com- 
merce, and transport remained more or less stable in 
1958, while real wages in the agricultural sector rose. 
Sources: 24 Ore, Milan, Italy, January 29 and Febru- 

ary 3, 1959. 


Austrian Borrowing in Germany 

A banking syndicate in the Federal Republic of Ger- 
many has granted a DM 50 million loan to the Austrian 
Electric Power Corporation (Verbundgesellschaft) for 
the completion of the Aschach power plant on the 
Danube River. The loan, which carries an interest rate 
of 6% per cent per annum, runs until March 31, 1960. 
The repayment is guaranteed by the Austrian Govern- 
ment and will be financed from the proceeds of a long- 
term loan of the Osterreichische Donaukraftwerke A.G. 
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(Austrian Danube Power Works) to be placed on the 
German capital market during the first half of 1959 
at a nominal value of DM 100 million. 

It is also reported that Jochenstein, a power plant on 
the Danube, has received a credit of DM 50 million, 
with interest at 6 per cent per annum, from the 
Dresdner Bank. The credit, which is guaranteed by 
the Austrian Government, will be used for the repay- 
ment of a schilling credit granted previously by the 
Verbundgesellschaft to Jochenstein. 


Sources: Osterreichische Nationalbank, Mitteilungen, 
Vienna, Austria, December 1958 and Janu- 
ary 1959. 


Greek Balance of Payments in 1958 

Figures recently published show that the Greek trade 
deficit for 1958 was $291 million, $7 million less than 
in 1957. Exports amounted to $243 million, $24 mil- 
lion more than in 1957, while imports were $534 mil- 
lion, $17 million more than in 1957. The increase in 
imports resulted from a large increase in private 
imports; this was offset in part by reduced imports of 
food by the Government as a consequence of a good 
domestic harvest in 1957. Net receipts from other 
current transactions declined from $194 million in 
1957 to $171 million in 1958, the items showing the 
greatest reductions being shipping remittances and tour- 
ism. The final deficit on current account was covered 
mainly by suppliers’ credits, private capital transfers, 
U.S. aid, and a decline in reserves of approximately 
$23 million, about the same as in 1957. 


Source: Economikos Tachydromos, Athens, Greece, 
February 19, 1959. 


Middle East 


Oil Production in the Middle East 

Middle East production of crude oil in 1958 is esti- 
mated at a record total of about 214 million metric 
tons, compared with 177 million metric tons in 1957 
and 172 million metric tons in 1956. World produc- 
tion of crude oil in 1958 is estimated at 905 million 
metric tons. Increases from 1957 to 1958 in the 
production of the leading Middle Eastern producers 
were as follows, in millions of metric tons: Kuwait, 
from 57.3 to 70.2; Saudi Arabia, from 49.0 to 50.2; 
Iran, from 35.3 to 40.4; Iraq, from 21.7 to 35.5; Qatar, 
from 6.6 to 8.2. Prospects are that new advances will 
be made in 1959, particularly in Kuwait and Iraq, 
where additional export facilities will allow for a higher 
rate of output. 
Source: Middle East Economic Digest, London, Eng- 

land, February 6, 1959. 


Regulation of Foreign Firms in U.A.R. 

Foreign companies that maintain a branch or agency 
in Egypt or Syria are required in future to be repre- 
sented by a general manager of Arab nationality. A 
period of two months is allowed for making this require- 
ment effective. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 17, 1959. 


Forecasts of Economic Developments in Israel 

The Bank of Israel and the Ministry of Finance have 
published a forecast of economic developments in Israel 
in the coming financial year, based on a provisional 
evaluation of developments in the calendar year 1958. 
In that year, economic activity was high and the volume 
of imports increased by 10 per cent. The increase in 
real total resources is estimated at 12 per cent; the 
largest part (nearly 70 per cent) of this increase was 
absorbed by private consumption expenditures. The 
increase in available resources caused domestic prices 
to rise less than they have done in recent years. The 
volume of exports increased by 5 per cent. 

The forecast is that both gross domestic product and 
imports will increase less in 1959-60 than in 1958. 
Private consumption also is expected to increase at a 
slower rate (9 per cent in 1959-60, compared with 15 
per cent in 1958). The volume of investment is 
expected to remain about the same as in 1957 and 
1958. 

Net capital imports are forecast at about $350 mil- 
lion, practically the same as in 1958; this estimate is 
based on the assumption that short-term and medium- 
term loans, due for repayment in 1959-60, will be 
renewed and that no addition will be made to reserves. 
It is hoped that exports of goods and services will 
increase by $30 million, and that total foreign exchange 
available from the import of capital and from exports 
will be enough to pay for the volume of imports 
required for the expansion of production and employ- 
ment. 

However, these estimates were made on the assump- 
tion that immigration would amount to no more than 
40,000 during the period. If, as has been suggested, 
immigration were to rise to 100,000 or more, some 
revision of the forecast would be necessary. 


Source: Business Diary, Haifa, Israel, February 5, 
1959. 


End of Food Rationing in Israel 


Food rationing in Israel will be completely abolished 
by March 1, when the rationing of sugar and coffee, 
the last items remaining subject to control, will be 
ended. Rationing of meat, fish, fats, chocolate, rice, 
and other foods was ended in January. This was made 
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possible, the Minister of Commerce and Industry stated, 
by increased domestic production and a more favorable 
foreign currency situation. 

Prices of derationed foods have generally settled 
somewhere between the former fixed price on the 
ration and the price on the free market. This is 
expected to be the case also for sugar and coffee. 


Sources: The Jerusalem Post, Jerusalem, Israel, Janu- 
ary 22 and February 19, 1959. 


Import Restrictions in Syria 

Licenses will no longer be granted by the Syrian 
Region of the United Arab Republic for the import of 
many commodities, including certain textile and iron 
and steel manufactures. Some commodities may be 
imported: only from the Arab League countries, from 
countries having bilateral accounts with Syria—Soviet 
bloc countries and Mainland China—or from countries 
with which Syria had a favorable balance of trade in 
1957 (Italy, France, Denmark, and Greece). The 
imports which will be allowed include some leather and 
fur products, textile manufactures, paper products, 
construction materials, and iron and steel products. 

According to the Syrian Ministry of Economy and 
Trade, these measures were taken to protect the Syrian 
balance of payments and the value of the Syrian cur- 
rency from the effects of poor winter crops. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., February 23, 1959. 


Trade Agreements of Iraq 

Trade agreements of Iraq with Czechoslovakia and 
Mainland China provide for most-favored-nation treat- 
ment with the exception of facilities granted by Iraq to 
other Arab countries or in respect of (1) trade with 
frontier countries or (2) any customs union entered 
into by either of the parties to the agreement. The 
main exports of Iraq are expected to be dates, cereals, 
oilseeds, casings, hides and skins, oil, and raw cotton. 
Its imports from Czechoslovakia will be mining equip- 
ment, railway engines and rolling stock, industrial and 
agricultural machinery, and steel products; those from 
Mainland China are to include rolled steel, aluminum 
sheets, electrical and industrial machinery, telecom- 
munications equipment, plywood, chemicals, and phar- 
maceuticals. 

The agreement with Czechoslovakia is valid for 
three years. In its first year, the value of Iraq’s exports 
must be at least 50 per cent of the value of its imports 
from Czechoslovakia, exclusive of the value of indus- 
trial equipment and plant ordered by governmental or 
semigovernmental agencies in Iraq. Any trade balance 
in favor of Czechoslovakia is to be settled in transfer- 
able sterling. The agreement with Mainland China is 


for one year, and it is expected that exports and imports 
will be of roughly equivalent amounts. All payments in 
connection with the agreement are to be made through 
Iraqi dinar accounts to be opened between the People’s 
Bank of China and the Central Bank of Iraq. 

Discussions have been completed and preliminary 
agreement has been reached between the Governments 
of Iraq and Bulgaria regarding three agreements cover- 
ing trade, technical cooperation, and postal and tele- 
communications. 


Sources: Middle East Economic Digest, London, Eng- 
land, January 30, 1959; The Iraq Times, 
Baghdad, Iraq, February 2 and 13, 1959. 


Far East 


India's Railway Budget 

When presenting the railway budget for 1959-60 to 
the Lower House of Parliament on February 18, India’s 
Railway Minister announced that the net revenue sur- 
plus would be Rs 212 million (US$44.5 million), 
compared with the current fiscal year’s revised estimate 
of Rs 130 million ($27.3 million). He also announced 
that there would be no change in passenger fares or 
freight rates in 1959-60. 

Referring to the progress made by the railways dur- 
ing the first three years of the Second Five Year Plan, 
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the Minister stated that in 1956-57 (the first year of 
the Plan) the total tonnage carried increased by 8.8 
per cent, to 124 million tons; in 1957-58, it increased 
further, by about 6.5 per cent, to 132 million tons. 
The third year of the Plan was one of peak construc- 
tional activity on the railways, and the track renewal 
program was stepped up considerably. 

In regard to progress in implementing the Govern- 
ment’s policy of achieving self-sufficiency in the pro- 
gressive manufacture of railway equipment, including 
steam locomotives, carriages, underframes, and wagons, 
the Minister noted that, out of a total provision of 
Rs 800 million ($168 million) for rolling stock in 
1959-60, about Rs 680 million ($143 million) would 
be spent in India; thus only about Rs 120 million 
($25 million) would be spent on imports. 


Source: Information Service of India, Indiagram, 
Washington, D.C., February 19, 1959. 


India's Cotton Textile Modernization Program 

The Government of India has decided to authorize 
the installation of 2,500 automatic looms in cotton 
mills, to replace existing plain looms; this is part of a 
total of 7,500 looms to be installed during the three- 
year period 1959-61. Under the program, the normal 
number of automatic looms which a single unit is 
authorized to install will vary from a minimum of 48 
to a maximum of 144. The allocation of automatic 
looms will be in accordance with the principles con- 
tained in the recommendations of the fifteenth session 
of the Indian Labor Conference pertaining to the mod- 
ernization and rationalization of textile mills. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, February 1, 1959. 


Philippine Credit Policy 

The Central Bank of the Philippines on February 2 
raised the reserve requirement on demand deposits 
from 18 per cent to 19 per cent, effective for 30 days; 
in the next 30 days, it will be 20 per cent; and from 
then on, it will be 21 per cent. On February 3, the 
discount rate was increased from 42 per cent to 6% 
per cent; exceptions are preferential rates of 44% per 
cent for crop loan paper and 5 per cent for “export 
packing credit paper.” Also, the Central Bank has 
stopped the granting of “advances to agent banks 
against their used overdraft lines.” 


Sources: Central Bank of the Philippines, Circular 
No. 93, February 2, 1959, and Memorandum 
to Authorized Agent Banks, February 3, 
1959, Manila, Philippines. 


United States 


U.S. Quota in the Fund 


Bills introduced into the U.S. House of Representa- 
tives on February 12, 1959, and into the U.S. Senate 
on February 17, 1959, propose amendments to the 
Bretton Woods Agreements Act which give effect to 
the President’s message to the Congress on increases in 
the resources of the International Monetary Fund and 
the International Bank for Reconstruction and Devel- 
opment (see this News Survey, Vol. XI, p. 253). The 
bills were referred to the House Committee on Banking 
and Currency and to the Senate Committee on Foreign 
Relations. 

Sources: 86th Congress, First Session, H:R: 4452, 
H.R. 4453, and S. 1094, Washington, D.C. 


Competitive Position of U.S. Exports 


The sharp drop in U.S. exports during the recession 
of last year, which contrasts with the steadiness of 
U.S. imports, was in fact the result of certain special 
factors other than prices, such as the reopening of the 
Suez Canal and the fall in petroleum exports, the 
decline in subsidized exports of surplus farm commodi- 
ties, the decline in foreign demand associated with busi- 
ness recessions abroad, and the payments difficulties 
created for many underdeveloped countries by price 
declines for their principal raw material exports. At 
the same time, foreign competition has grown more 
intense, both at home and abroad, and sales in inter- 
national markets appear to be turning more and more 
on price. The advantages of large capacity and 
advanced techniques, held by the United States because 
of war destruction in other industrial countries, have 
been largely whittled away, and foreign producers are 
frequently able to offer the same quick delivery and 
high quality as U.S. firms. The increasing attractive- 
ness of lower costs abroad may also tip the scales in 
cases where U.S. firms may be considering shifting 
overseas some of their manufacturing operations for 
foreign markets. 

On the other hand, the maintenance in many coun- 
tries of discriminatory restrictions against dollar imports 
suggests that there are still many products in which 
the United States retains a considerable competitive 
advantage. The gradual freeing of restrictions on inter- 
national trade will, however, tend to promote greater 
regional specialization, and while this is a process that 
confers important economic benefits, it may have very 
uneven impacts on different industries and areas, favor- 
ing some and requiring painful adjustments in others. 
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In an address on monetary policy, delivered in Janu- 
ary, the President of the Federal Reserve Bank of New 
York stated that perhaps the greatest benefit which the 
large gold outflow of 1958 brought to the United States 
was to impress on U.S. businessmen the fact that 
foreign competition is growing apace, and that the 
United States can no longer conduct its affairs, mone- 
tary or otherwise, on the comfortable assumption that 
the international balance of payments is something that 
foreigners must worry about, but not Americans. Now 
that European industries have rebuilt their capacity to 
supply export markets readily, more emphasis must be 
placed in the United States on restraining cost increases 
and on keeping competitive in order to diminish risks 
of unemployment. 


Source: Federal Reserve Bank of New York, Monthly 
Review, New York, N.Y., February 1959. 


Other Countries 


Australian Wool Prices 

The second half of the 1958-59 wool selling season 
in Australia opened with prices fractionally lower than 
in December 1958 for all but the finest merino wools. 
Toward the end of January, there was a small improve- 
ment in values for all qualities. 


Source: Bank of New South Wales, Wool Notes, Syd- 
ney, Australia, January 29, 1959. 


Loans fo U.K. Colonies 


The parliamentary bill relating to the scheme for 
U.K. Exchequer loans to the colonies—first announced 
at the Montreal conference and published recently— 
provides that colonies obtaining the loans will have to 
repay them by equated annual installments of capital 
and interest. This means that the annual cost to the 
borrower of an exchequer loan is likely to be greater 
than the cost of a loan raised on the London market. 
Although the interest rate on a loan from the market 
may be higher, the only necessary additional annual 
charge is a sinking fund provision of 1 per cent, and 
at the maturity date of the issue there is usually the 
possibility of converting any part of the loan which has 
not been covered by the sinking fund. While, there- 
fore, the total cost of an exchequer loan will be less 
than that of a market loan, the annual cost will be 
greater and this will serve as a discouragement to bor- 
rowers against seeking such a loan unless a market 
operation is genuinely impossible. 

A further provision of the bill is that the interest rate 
to be charged by the Exchequer will not be the rate at 
which the British Government itself can borrow, plus 
a management charge of % per cent, but the rate at 
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which the Government lends to the public corporations 
(which is itself related to the Government’s own bor- 
rowing rate), plus % per cent. The current rate for 
20-year colonial exchequer loans would be 5% per 
cent. This compares with the 6 per cent coupon offered 
at a discount, which would be needed by a colonial 
issue on the London market at present. 

The bill provides for a maximum of £100 million to 
be lent over the next five years, with not more than 
£25 million to be used in any cne year. The bill also 
provides for an extension to 1964 of the period in which 
finance can be provided for ordinary Colonial Develop- 
ment and Welfare schemes. Almost £140 million will 
be available under these schemes. 


Source: The Times, London, England, February 20, 
1959. 


Rhodesian Loan Issue in London 

On February 19 the Federation of Rhodesia and 
Nyasaland issued a £10 million, 6 per cent loan in 
London. The stock was offered at 99 per cent and 
will mature in 1978-81. Applications up to and includ- 
ing £100,000 have been allotted in full. Applicants for 
larger amounts received about 73 per cent of the 
amounts requested, with a minimum of £100,000. 


Source: The Financial Times, London, England, Feb- 
ruary 20, 1959. 


Rhodesian Credit Policy 

Immediate relaxation of the credit squeeze, which 
was introduced in the Federation of Rhodesia and 
Nyasaland a year ago (see this News Survey, Vol. X, 
p. 264), was announced on February 12 by the Finance 
Minister. Banks need no longer restrict lending to the 
specific limits imposed last year, and restrictions on 
hire purchase are to be lifted shortly. 


Source: The Times, London, England, February 13, 
1959. 


International Financial News Survey, written by mem- 
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